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NOTES OF THE MONTH 
Eire and the Commonwealth 


HERE is something at once ironic and instructive about the 

fact that it is Mr Costello’s inter-party Government of Eire 
that has decided to repeal the External Relations Act and so sever 
Eire’s last formal link with the Commonwealth. It is ironic because 
the predominant partner in this Government, Fine Gael, is the 
party most sympathetic to the Commonwealth connection. It is 
instructive as a reminder that the broad consensus of Irish opinion 
is in favour of repeal. Where Labour and Mr MacBride’s Clann na 
Poblacta condemned the External Relations Act outright, Fine 
Gael never failed in the past to taunt Mr de Valera with the 
ingenious device by which he found a not uncongenial and prac- 
tical halting place between Commonwealth membership and full 
Republican status. But Mr de Valera made it clear time and again 
that the Act was a matter of convenience which, to quote his own 
words, ‘we can get rid of very simply by arranging to have other 
methods in the accrediting of our representatives abroad’. Mr 
Costello, therefore, in announcing his intention to repeal the Act 
was assured in principle of the support of all parties. 

The decision to repeal is not intended as an affront either to the 
Crown or to the Commonwealth. On the contrary, it is designed to 
promote better relations between the two countries by placing 
them on a more realistic footing. Mr MacBride observed recently 
that ‘as a constitutional fiction the Act pleases no one’, and that 
when it was repealed the United Kingdom Government would 
‘realize that such worn-out constitutional fictions are only remin- 
ders of a not too happy past and form a barrier to better relation- 
ship’. It can be said without reservation that it is the desire of the 
Irish Government to seek for better relations, but whether, even if 
it is allowed that the repeal or some amendment of the External 
Relations Act was from this point of view desirable, their method 
of approach was altogether well-advised, remains open to question. 

[he repeal of the External Relations Act may well have far- 
reaching consequences in the practical fields of trade and citizen- 
ship. It was with these practical consequences that the Conference, 
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hurriedly summoned at Chequers on 16 October, was primaril 

concerned. It was essential that their character should be fully 
understood by the Eire Cabinet. But the fact that the initiative was 
taken by the representatives of Canada, Australia, and New 
Zealand, on the ground that they had substantial Irish populations 
who would be affected directly by Eire’s altered status, is a 
reminder of the wider Commonwealth questions that are involved. 

If Eire becomes a foreign country, Irish citizens in the United 
Kingdom, whose numbers incidentally have been much exag- 
gerated through the identification of citizens of Eire with people of 
Irish birth or extraction, would be confronted with the choice of 
becoming United Kingdom citizens or aliens, while in the field of 
trade Imperial Preference could not be indefinitely retained if no 
convincing reply could be made to the objections of foreign Powers. 
These consequences would be welcomed only by a few on either 
side. Both countries benefit from the existing citizenship regula- 
tions, and both benefit materially from the preferential duties. ‘The 
problem discussed, by all accounts with much good-will, at 
Chequers, is therefore that of deciding, first, whether the Common- 
wealth should be broadened to include an associate Republican 
State, and secondly, if that is agreed, of finding a formula by which 
Eire’s association with the Commonwealth could be legally 
expressed without involving allegiance to the Crown. 

The wider problem raised by Eire’s declared intention of 
repealing the External Relations Act is, can a Republic be asso- 
ciated with the British Commonwealth, and if so, how? In its draft 
Constitution India is declared to be a sovereign Republic. The 
answer to both questions has, therefore, a very direct bearing on 
India’s future relationship with the Commonwealth, and would 
carry implications of deep concern to Pakistan, Ceylon, and South 
Africa. It is therefore true to say that the Commonwealth now 
faces one of those decisive moments in its history which demand 
wise and foresighted statesmanship. 


The Fighting in the Negeb 

When on 17 October the Israeli forces opened the road to the 
Jewish settlements in the Negeb by breaking through the Egyptian 
front at three points, the declared object of the Israeli offensive was 
achieved. The next day the Israeli Government notified the acting 
mediator’s representative that it was willing to discuss with Egypt 
the means of settling peaceably the difficulties which had arisen 
between the two countries regarding the Negeb, but it refused to 
accede to an appeal made by the acting mediator for a temporary 
unconditional cease-fire. On 19 October this reply was reported by 
Dr Bunche to the Security Council, which unanimously decided to 
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order an immediate and effective cease-fire in the Negeb. Next day 
the Israeli Government accepted the order in principle, but mean- 
while its forces there had pushed forward so rapidly that both Gaza 
and Majdal were surrounded, and Beersheba had been captured; 
while the Cabinet in Tel Aviv had not yet decided on the date and 
hour when the cease-fire should take effect. It had, however, on 
21 October, notified the mediator’s representative in Tel Aviv that 
it was prepared to order the cease-fire after the Egyptian Govern- 
ment had also announced its readiness to obey the Security 
Council’s order, and when it had been assured that the order would 
also be observed by all Egyptian troops, including irregulars. 
Definite cease-fire orders were issued on 22 October by both sides, 
but as fighting was still going on two days later it is too early to 
say that the Security Council’s order has been accepted and obeyed 
by both sides. 

In any case, the position at the time of writing is that the Israeli 
case for the retention of the Negeb has been strengthened by 
military successes. This case is largely based on the fact that the 
partition scheme adopted by the United Nations in November 
1947 provided that the area should be awarded to the Jews, except 
for a coastal strip, while Western Galilee was to go to the Arabs. 
Count Bernadotte’s report, however, recommended that the 
Negeb be allotted to the Arabs and all Galilee to the Jews, a pro- 
posal which the Jews repudiate. They regard the award of Western 
Galilee to them as no compensation for the loss of the Negeb, 
pointing out that they are already in possession of it by right of 
conquest, and that the Negeb is capable of providing homes for 
large numbers of immigrants from Europe. There is also little 
doubt that they are greatly influenced by the desire to secure con- 
trol of the southern part of the Dead Sea with its valuable potash 
and other mineral deposits, and it was significant that the United 
Nations partition plan allotted to the proposed Jewish State about 
half the western coast-line of the Dead Sea. 

The inclusion of the Negeb in the new State of Israel would give 
the State a very long frontier line which would be difficult to 
lefend. The Jews are, however, quite prepared to accept this 

tuation in view of the great value of the mineral deposits; into this 

me also considerations of prestige and the desire to control the 
coast-line of Palestine right down to the frontier of Egypt. 

Whether the Negeb would prove of value as an area of settle- 
ment is quite another matter. The greater part of the country con- 
sists of a wild confusion of bare limestone hills, with neither soil 
nor water, and scientific investigations made at various times have 
not encouraged the belief that anything but very small areas can 

er be made suitable for colonization. 
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Recent Moves in Spanish Politics 

It is not only the visiting of General Franco by prominent 
Americans which has brought Spain back into the news. There 
have been significant political developments. 

On 25 August General Franco received Don Juan, the claimant 
to the Throne, on his yacht, cruising off the northern coast of 
Spain. Don Juan was on his way back to Estoril after a visit to 
England for the Olympic yacht-racing. Spaniards were informed, 
through the official news agency, on 29 August that the two men 
had conversed on general topics and on the particular question of 
arrangements for the twelve-year-old Prince of Asturias to study 
for his bachillerato in Spain. The initiative came from General 
Franco. For over three years, it may be recalled, Don Juan has 
refused to have any truck with the Caudillo. He presumably 
decided, however, that to spurn this approach might do serious 
damage to his cause, and that a gesture was necessary to keep his 
followers in Spain, many of them beneficiaries of the Franco 
régime, in line. The interview, though from all accounts reason- 
ably cordial, has made no change in the balance of forces. Don Juan 
maintains his insistence on his Royal prerogatives (cf. ABC, 
8 October), and his resolve to return to the throne of his fathers 
only as a constitutional monarch called by the Spanish people. 
General Franco abides by his Law of Succession which confers on 
him the status of king-maker, and is in no hurry to surrender the 
headship of the State. The young Prince has now returned to 
Switzerland to resume his studies at Fribourg. 

A second event, likely to weigh in any discussion on the Spanish 
question at the U.N. Assembly, is the achievement of a basis of 
agreement between Monarchist representatives, acting with the 
approval of Don Juan, and the Spanish Socialist Party, whose 
spokesman, Indalecio Prieto, draws support from all the anti- 
Franco groups of the Left except the Communists. This is the fruits 
of the meeting in London in October 1947 of the two leaders of 
Spain-in-exile, Indalecio Prieto and Gil Robles. The object is to 
put before the Western democracies the outlines of a scheme for an 
‘interim caretaker’ régime which would promise a non-violent 
solution of the problem of the succession of General Franco, and 
would correspond to the hopes expressed by Great Britain, France, 
and the U.S.A. in the declaration issued by them on 4 March 
1946. The statement of accord (signed on 28 August, three days 
after the Franco-Don Juan colloquy) includes pledges of the 
establishment of the rule of law, the firm maintenance of public 
order, freedom of worship, a political amnesty, and the exclusion 
from political leadership of all totalitarian groups or influences. It 
also includes provision for a consultation of the people by a secret 
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ballot. Opinion on the Right in Spain is very much divided on the 
wisdom of having any dealings with the Left, and particularly with 
Republican exiles. Hence the indignant repudiation of the ‘agree- 
ment’ by certain Monarchist spokesmen, including Gil Robles 
himself, who, in fact, has kept his name right out of it. (His 
refugee status in Portugal precludes him from political activity.) 
These quibblings have been exploited to the full by Franco’s 
propagandists, and the Spanish Chargé d’Affaires in London was 
instructed to lodge a strong protest about the British Government’s 
supposed participation in this move. This allegation, it will be 
remembered, was categorically denied by the British Government. 


The Constitutional Question in Malaya 


The article on ‘Malaya in Peace and in Turmoil’ in the October 
issue excited much interest and gave rise to some criticism. 

One critic, in particular, who was long resident in Malaya, has 
pointed out that the date of the publication of the letter from the 
ex-Malayan officials to The Times was 16 April 1946, and not 
December 1945, as stated in the article. He therefore regards the 
assertion that there had been no objection expressed by the Malay 
people to the proposed Union, prior to the publication of the letter, 
as a serious misstatement of fact, and he cites, first a demonstration 
in Kedah at the end of January 1946 of 50,000 Malays with banners 
and speeches of protest against the Union; secondly, the report on 
3 March 1946 of a Pan-Malayan Congress at Kuala Lumpur to 
discuss Malayan Union proposals and the question of sending a 
delegation to London to explain the Malay viewpoint, at which 
the Sultan of Selangor urged the Malays to be united, declaring 
that ‘many things can be achieved by unity’. At this meeting Dato 
Onn bin Jaffar emphasized that the Malays must play their part, 
while yet the time remained, in ‘warding off the devastating 
ignominy of race extinction’. Thirdly, an interview with Dato Onn, 
the President of the United Malays National Organization (which 
claimed 70 to 80 per cent of the Malay population as adherents), 
reported in the Singapore Sunday Times of 26 May, in which he 
stated that he had already started a national movement among the 
Malays while Malaya was still in Japanese occupation. This critic 
comments: ‘Only a lively imagination in London could conceive of 
such an organization having leapt into full being as the result of, 
and within a few days of, a letter written in The Times by some 
Europeans’. He considers that the letter to The Times was ‘no more 
than a protest against the methods employed by the Colonial 
Office in imposing a new Constitution upon independent Malay 
States in defiance of all democratic principles’. The mistake, he 


; 


idds, has now been admitted by the Colonial Office. ‘There was not 
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a word of racial bias in the letter. Its keynote was this paragraph: 
We have good reason to believe that their Highnesses and the 
people of Malaya would consider favourably a true federation of the 
nine States in association with the Straits Settlements, full regard 
being paid to the claims of all persons whose real home is in Malaya. 
In our opinion, it is still possible to achieve such a federation, 
without annexation, and in such a manner as to encourage a spirit of 
active co-operation and to restore confidence in British good faith. 
If the letter had any effect upon the decision of his Majesty’s 
Government, he contends, it could only have been because it 
represented the views, not only of the Malays but of all nationalities 
including the Chinese, who regard Malaya as their real home. It 
did not represent the views of the Communist element. The critic 
later adds that the last of the treaties negotiated by Sir Harold 
MacMichael was signed on 21 December 1945. The first White 
Paper was published on 22 January 1946. On 13 February 1946 
Mr Hall, the Secretary of State for the Colonies, informed the 
House of Commons that he had received representations from the 
Sultans of Kedah and Perak and from a few organizations of 
Malays. 

Our contributor agrees that the letter was published on 16 April 
1946 and not in December 1945, an error which he profoundly 
regrets. It follows, therefore, that the facts recited by the critic 
were previous to the publication of the letter. Our contributor 
points out, however, that the widespread mass demonstrations, 
coupled with the demands for the repeal of the Union, belong to 
the end of May 1946, more than a month after the publication of 
the letter. These demonstrations took place during the visits to 
Malaya of two Members of Parliament and made a big impression 
upon them. A letter attacking the Union from one of the principal 
signatories appeared in The Times of 2g October 1945. Indeed our 
contributor, who was in Malaya at the time, was well aware that 
correspondence between Malays and influential friends in England 
regarding the Union was in progress. The extent of the influence 
exerted by a letter signed by three ex-Governors and an ex-Chief 
Secretary is a matter of opinion, but there can be no doubt that it 
powerfully encouraged opposition to the Union, It is also reason- 
able to suppose that the letter carried considerable weight with his 
Majesty’s Government and strongly affected public opinion in 
England, as its authors intended it should. Our contributor cannot 
agree that the letter was ‘no more than a protest against the 
methods employed by the Colonial Office in imposing a new 
Constitution’, since in effect it recommended the replacement of 
the Union by a Federation. Our contributor regards his error as to 
the date as regrettable, but feels that it should not divert attention 
from the fact that the letter was written at all. 
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THE TROUBLED OUTLOOK IN GREECE 


O news is good news. But Greece is never out of the news for 
long. Just as the clear Hellenic sky sharpens the contours 
of the Greek landscape, so the world situation gives a keener edge 
to the problems of Greece. None of these problems—amilitary, 
economic, political—can be separated from the others. They are all 
interlocked and no solution can be found in any one field by itself, 
nor indeed in Greece alone. Yet to follow recent developments it is 
necessary to look at each field in turn, beginning with the military 
side which has lately been the most prominent in the public eye, 
not least because of its international implications. Both the 
military and the international issues have a direct bearing on the 
Greek economy, which is the central topic of this article. Finally, 
the effect of military and economic developments on Greek 
politics will be reviewed in brief. 

The press reports on the fighting in Greece, read by themselves, 
as a rule convey little but a '‘st of mountain peaks, varying in 
height and unpronounceability. In this grim terrain the Greek 
Army, now numbering 132,000 men, is struggling against the rebel 
forces . self styled General Markos, whose real name is Markos 
Vaphiadis. The son of a Greek school teacher from Turkey, he 
came to Kavalla j in ‘Thrace after the Asia Minor disaster in 1922, 
worked in a tobacco factory, joined the Communist Party, was in 
and out of prison ten times, escaped from the Germans in 1941, 
ind became one of the early organizers of ELAS resistance in the 
mountains. He first emerged into prominence by his flamboyant 
entry into Salonika after the German withdrawal in October 1944. 

ollowing the defeat of the ELAS revolt in 1944-5, he disap- 
peared from the scene, some say to Yugoslavia, returning about 
me year later. By that time left-wing bands were being re-formed 
in Greek Macedonia. Drawing on his war-time experience Markos 

radually shaped them into a guerrilla army whose strength and 
ctivities grew throughout 1946. 

In the following spring came the first offensive of the Greek 

rmy against the rebels, but they eluded frontal assault and moved 
ill groups round the flanks of the attackers. The Greek 

eral Staff behaved, as a newspaper correspondent put it, 
e an irritated man in a room full of flies’, but regained mastery 
t ituation after Christmas Day 1947. On that day Markos 
1 an attack at Konitsa, in Epirus near the Albanian border, 
simultaneously announced the formation of a ‘Free Greek 
ernment’. By that time military supplies from the U.S. began 
ng the Greek Army in quantity and the rebels were driven 
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back into the Grammos Mountains, with their back to the Albanian 
border. Here they entrenched themselves in country ideal for the 
defence, but in an arduous and well-fought campaign, lasting 
from June to August 1948, the Government forces seized this 
mountain stronghold, killing about 3,500 of the Communist 
defenders, while some 5,000 others slipped away into Albania. It 
was undoubtedly the worst blow the rebels had ever suffered, but 
it did not eliminate them. It merely reduced them once more to 
the earlier stage of mobile guerrilla warfare. Soon small units 
started infiltrating back into Greece, across the Albanian border 
north and south of Mount Grammos, and simultaneously fresh 
outbreaks occurred in Thessaly and the Peloponnese. 

No wonder the Greek soldiers are complaining that it is as 
though they were fighting ghosts. The rebel forces are not very 
strong. Probably they number no more than 20,000 to 25,000 
active members, of whom perhaps 10,000 were concentrated in 
the Grammos area and the neighbouring districts adjoining the 
Albanian and Yugoslav frontiers. Further to the east about 6,000 
men are estimated to be in the areas of Eastern Macedonia and 
Thrace facing the Bulgarian border. Smaller units, varying 
between 1,500 and 2,500 each, are in Central Greece, the Pelopon- 
nese, and the southern districts of Epirus. All these forces are 
made up of a mixture of genuine idealists, good old-fashioned 
bandits, forced recruits, victims of reprisals and destitution, 
outlaws, deserters, hirelings, men with a personal score to pay off, 
and decent folk uprooted by the fluctuating tides of eight years’ 
fighting. How many there are of each group no outsider can say, 
just as nobody knows how many passive sympathizers there are in 
the country as a whole. The difficulty in dealing with a force of this 
kind lies in its elusiveness, and to give the Army equal mobility 
by freeing it from garrison duties an additional 50,000 men were 
organized into static defence battalions early in 1948. The forma- 
tion of these units aims at the root of the military problem inside 
Greece: how to keep an area free from rebel activity once it has 
been cleared and the regular troops have moved on. The guerrilla 
movement cannot be quelled without the support of the local 
population, but that support cannot be secured unless the popula- 
tion is reasonably sure that the guerrillas will not come back as 
soon as the troops go. As a matter of principle and temperament, 
the majority of the peasants have no great sympathy for one side or 
the other. As one of them said: “The only difference is that the 
Army pays little for what it takes, and the guerrillas pay nothing.’ 
The sound of any car on the bumpy track to their village fills the 
inhabitants with worry and concern. Whichever side it belongs to, 
it will almost certainly mean trouble. Bitter experience has made 
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the peasants convinced that authority, whatever its political com- 
plexion, is best distrusted and avoided. It should be supported 
only when it really looks like coming out on top. This attitude 
affects the majority of issues in Greece. The military aspect is 
merely the most acute because it is one of the two main factors 
operating against effective pacification of the country. 


NEIGHBOURS INTERFERE AND FALL OUT 


The other factor is the assistance given to the rebels from out- 
side Greece across the nearly 700 miles of rough and uncontrol- 
lable country which constitute the frontier with Albania, Yugo- 
slavia, and Bulgaria. However strenuous the efforts of the Greek 
Government forces to cure the internal trouble, the wound is 
constantly kept open and infected from outside. The exact amount 
and form of foreign assistance to the rebels is debatable. It almost 
certainly includes weapons and ammunition, but not men. It is 
reliably reported to cover first-aid stations and hospitals, con- 
valescent and transit centres, training and reserve camps, and 
supply depots. Most important, it gives the rebels a base and 
sanctuary across the border to which they can withdraw with 
impunity to live and fight another day, while the Greek Army stops 
in helpless fury on the other side of the white border stones. 

In recognition of the fact that this situation constitutes an 
international problem, the U.N. General Assembly on 21 October 
1947 set up the United Nations Special Committee on the Balkans 
(UNSCOB). Poland and the U.S.S.R. having declared themselves 
unwilling to participate, Australia, Brazil, China, France, Mexico, 
Holland, Pakistan, the U.K., and the U.S.A. were appointed 
members of the Committee. Yugoslavia, Bulgaria, and Albania 
refused to co-operate with UNSCOB, which nevertheless pro- 
ceeded to put international observer teams into the field. On 18 
\ugust 1948 UNSCOB published its report to the U.N. General 
\ssembly, in which it cited a mass of detailed evidence and said 
that the assistance to the Greek guerrillas ‘has been on such a scale 
that the Special Committee has concluded that it has been given 
vith the knowledge of the Governments of Albania, Bulgaria, and 
Yugoslavia’. ‘The Special Committee was convinced that the con- 

nuance of this support meant a threat to the political independ- 

e and territorial integrity of Greece, and a danger to inter- 
national peace and security in the Balkans, and recommended 
that the U.N. Assembly should issue a serious warning to Albania, 
Bulgaria, and Yugoslavia. The Australian Delegation abstained 
from the conclusions on the ground that they were based on ‘the 
mptions of observers who had no access to three of the four 

ries concerned’. Whatever the validity of UNSCOB’s con- 
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clusions, the presence of the observers, just like the presence of the 
few British troops still in Greece, is not without moral value. Yet 
the Greek Government is more likely to benefit from the dis- 
sensions which have arisen amongst Greece’s northern neighbours. 

Albania would like to see a Communist régime ruling Greece 
substantially within its present frontiers. Yugoslavia and Bulgaria 
are more interested in creating a Macedonian Republic, including 
large parts of Northern Greece. This Macedonian Republic was to 
be part of the wider Balkan Federation, but now that Tito and 
Dimitrov find themselves on different sides of the Communist 
family quarrel the old issue of whether Macedonia should be under 
Yugoslav or Bulgarian tutelage is again coming up between the 
two countries. In any case, as Markos has lined up with the 
Cominform, Yugoslav interest in his success has waned. UNSCOB 
itself, in its supplementary report covering the period from 17 
June (which was as far as their general report went) to 10 Septem- 
ber, stated that ‘in recent months there has been less evidence of 
the receipt of supplies from Yugoslavia.’ Albania remains useful to 
the guerrillas mainly by virtue of its proximity to the area of most 
of the recent fighting, but its value as a supplier is very restricted, 
especially since the break with Yugoslavia has isolated Albania 
geographically from the rest of the Cominform world. 

Even though the quarrels amongst her northern neighbours are 
thus giving Greece a better chance to put her house in order. it 
would be false optimism to assume that the problem of the Greek 
rebels has been reduced to the dimensions of a mopping-up opera- 
tion. ‘The Greek Army has won a victory, but not a campaign. The 
consequences of the Tito-Cominform dispute have provided the 
Greek Government with a measure of relief, but the danger 
remains. The object of the rebels is not to take control of Greece by 
military means, but so to disrupt the economy and administration 
that the country will ultimately fall into their lap. 


A STRUGGLING ECONOMY 

The Greek economy is ill-equipped to withstand this onslaught. 
Even before the war it was characterized by one of the lowest 
national incomes per head in Europe; a fairly rapid rate of popula- 
tion increase; low average labour productivity; a dangerous 
dependence on the world market for tobacco; a heavy import 
surplus; and a balance of payments only precariously maintained by 
the earnings of the merchant navy and the remittances of Greeks 
living abroad. The war caused utter havoc. The sad catalogue of 
Greece’s losses has been given so often that there is no need to 
repeat it here. It is sufficient to say that the total damage has been 
estimated at about twice the country’s annual national income. 
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But instead of being able to devote herself after the war entirely to 
the task of reconstruction, Greece has been almost constantly in- 
volv ed in fighting. 

The consequences of this affect every sphere of the economy. 
Instead of being invested in productive enterprise, capital is being 
kept in the form of gold sovereigns, of which it is alleged that there 
are now several million in the country. Apart from those literally 
‘showered down’ by the Allies during the German occupation, the 
Bank of Greece has continued to acquire gold coins, first from 
Britain and now from the U.S.A. These are being made available 
for purchase by the public, which looks upon them as a magic safe- 
guard against the drachma’s loss of purchasing power, estimated at 
over 30 per cent during 1947. 

In the absence of capital investment, industrial recovery has 
been slow, reaching only 53 per cent of 1939 production by the end 
of 1946, but rising to 67 per cent during 1947, when American 
supplies of essential machinery and raw materials began to come 
in. Agricultural production got off to a better start, attaining 
70 to 80 per cent of pre-war by the end of 1946, but during 1947 
the situation deteriorated again despite substantial irrigation and 
drainage schemes. This apparent paradox is caused by the flight 
f the rural population from the guerrilla stricken regions. Accord- 
ing to Greek official figures some 600,000 people out of a total 
population of about 7.5 million are now refugees living in or near 
the big cities. As agriculture accounts for the livelihood of over 
60 per cent of the population, this is probably the worst calamity 
which Markos has inflicted on the country, and it is also the one 
best suited to his objective of ruining the national economy. The 
eflux from the villages has the double effect of reducing the 
country’s productive capacity and at the same time imposing on the 
State an enormous burden of unproductive expenditure for the 
support of the refugees. Yet, as the survey of the military situation 
ias shown, there is very little hope of getting these people back to 
their homes and fields until these have been not only cleared from 
the rebels, but also secured against fresh outbreaks. 

Serious though it is, the refugee question is only one aspect of 
the general financial problem imposed on Greece by the civil war. 

) much money has to be used for military expenditure, and not 
ugh is left to tackle the economic situation. In the period from 
the liberation up to May 1947 over £230 million were made avail- 

e to Greece, consisting of £100 million UNRRA aid and £132 

lion advanced by Britain. Yet in the summer of 1947, when the 

ruman Aid Programme came into operation, the Greek Budget 
it was estimated at {72.5 million. The cost of the Army in 
estimate was £45 million, as against {10 million before the 
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war. Truman aid, available for one year only, amounted to {87.5 
million, of which {12.5 million was for the stabilization of the 
currency. ‘The remainder was divided fifty-fifty between military 
and civilian needs, but in January 1948 another 7.5 per cent had to 
be transferred from the civilian to the military programme. 
‘Truman aid came to an end on 1 July. Apart from a small residue 
and a U.S. emergency grant for military purposes, Greece now has 
to rely on E.R.P. funds. Her allocation for the first year amounts to 
£36.5 million, plus {16.7 million by way of drawing rights under 
the intra-European payments scheme. The latter include {2.5 
million drawing rights on Britain. 

The Greek Government considers its E.R.P. allocations inade- 
quate, pointing out that although the year ending June 1948 
brought a considerable and, in the circumstances, most creditable 
rise in Greek exports, these together with invisible receipts 
covered only about 35 per cent of all imports. Any substantial 
further increase in Greek exports hinges on the market for tobacco. 
Before the war 60 per cent of all Greek tobacco went to Germany 
and Austria, both now virtually unable to buy. On the other hand 
purchases by the U.K. have risen from a pre-war average of not 
more than 500 tons to 4,600 tons in 1947. This is over 25 per cent 
of 1947 sales, but represents only about ro per cent of Greek pre- 
war annual tobacco exports. It is therefore not surprising that every 
depressing headline about cuts in the supplies of cigarettes in 
Great Britain should encourage high hopes amongst the Greeks 
that the great British public may yet be driven to give up its 
preference for Virginian tobacco. For dried fruit, which is next in 
importance amongst Greek exports, the position is very similar. 
The Central European market has been lost and British purchases, 
substantial though they are, cannot fill the gap. Even so, however, 
Britain is now Greece’s biggest customer, having bought over 
36 per cent of her total exports in 1947. Italy is next with about 
17 per cent, followed by the United States and Czechoslovakia. 
On the import side, the U.S.A. top the list with about 30 per cent 
of the total, followed by the U.K. with just over, and Palestine 
just under, 10 per cent. 

The control of Greek imports and exports is in the hands of the 
Foreign Trade Administration, which has been established under 
an American chairman as part of the Greek Ministry of National 
Economy. This Administration is also responsible for an ingenious 
scheme of foreign exchange certificates which gives producers 
and exporters a premium enabling them to compete on world 
markets, despite the high internal cost of production. The system is 
working well, not least because it provides a field in which Greek 
business men can legitimately exercise their financial acumen. 
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The position of invisible earnings is similar to that for exports. 
Receipts are going up, but the overall situation is still far from 
encouraging. Before the war 11 per cent of all foreign currency 
earnings were provided by the Merchant Navy, with a tonnage of 
1.8 million tons. By the end of the war this was down to 410,000 
tons, but at the close of 1947 had again reached 1.2 million tons, 
mainly owing to the purchase of roo Liberty ships. Earnings, 
however, have decreased owing to the very onerous manning 
regulations and the high wages demanded by Greek seamen. These 
are now the third biggest in the world, being exceeded only by 
those paid in American and Canadian ships. As a result, Greek 
shipowners are registering their vessels under other flags, and the 
total tonnage of ships owned by Greeks but flying foreign flags 
is now slightly higher than that of the Greek Merchant Navy itself. 

-Emigrant remittances are the second biggest item amongst 
invisible earnings. ‘There are about one million Greeks perman- 
ently settled abroad, roughly a.seventh of the number in Greece. 
Almost without exception they maintain’ strong ties with their 
relatives at home, whom they help to support by regular or 
occasional remittances. 

American aid to Greece under the Truman Programme has, 
despite all the difficulties discussed above, produced very good 
results in the comparatively short space of one year. The most out- 
standing achievements are the re-opening of the Corinth Canal, 
the re-building of the ports of Piraeus, Salonika, and Volos, and 
the magnificent work done in repairing the Athens-Salonika, 
\thens-Peloponnese, and Salonika-Serres roads. To these may be 
added shortly the re-opening of the Athens-Salonika railway. 
\part from these major engineering projects, the American 
Mission for Aid to Greece (AMAG) considers that no important 
section of the Greek economy dependent on imports has been 
neglected. Adequate supplies of food have been provided and 
industry furnished with essential machinery and raw materials to 
the limit of its capacity to absorb and employ them. Distribution 
ind agricultural production, however, remain trouble spots, 
mainly because they are the branches of the economy most 
directly affected by the fighting. 

aking the picture as a whole, one cannot help getting the 
mpression that the Greek economy has made better progress 
inder American than under British aegis. This is by no means 
purely a matter of money spent; it is also a question of approach 
ind temperament. By leaning heavily to the side of private 
nitiative the Americans have tapped one of the natural resources 

t the Greeks. They were helped in this by the admiration and 
nthusiasm for the grandiose which Greeks and Americans have 
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in common. Despite the traditional sympathy between British 
and Greeks, their approach to economic problems is very different. 
By the time British experts have painstakingly analysed the situa- 


tion, examined all possible remedies, decided in favour of one of 


them, and studied its application to Greece, it has long ceased to 
occupy the attention of the Greeks. It may be perfectly true that 
the British are better than the Americans at understanding the 
Greeks, but the Americans do not care much whether or not they 
grasp the Greek mentality. They only care about getting things 
done, and in most cases carry the Greeks with them in the first 
flush of enthusiasm before the issue becomes embroiled in 
political quibbles and administrative inefficiency. 

Nevertheless these two failings of the Greek machinery of 
State have caused the Americans quite as many headaches as the 
British before them. AMAG soon found that by and large the 
Greek civil servants were demoralized and ineffective. Moreover, 
they had a long-standing tendency to think of Greece in terms of 
Athens, and to forget the provinces, where local officials either did 
nothing or acted in accordance with their own likes and dislikes. 
There were many excuses for this state of affairs, but they did not 
prevent AMAG from coming to the conclusion that proper 
administration of the aid programme entailed precisely that inter- 
ference in Greek affairs for which the U.S.A. had previously 
castigated Britain. Any attempt to work out what would have 
happened if American policy had supported Britain in Greece 
right from the beginning in 1944 is idle speculation, but one thing 
stands out clearly: if Britain had not acted as she did and done 
what she could, there would today be no Greece for the Americans 
to rescue. 


POLITICS WITH A VENGEANCE 

The vital characteristic which British and American policies in 
Greece have in common is that both nations have tried to exercise 
their influence in favour of the moderate elements in Greek 
politics. The Centre has remained ineffective, not for lack of 
encouragement by the British and Americans, but because of the 
Greeks’ peculiar obsession with the Monarchy versus Republic 
issue, which has bedevilled Greece ever since 1917. Fortunately 
this problem is now relegated to the background, though by no 
means eliminated. This development is due to the fear of Com- 
munism, which is shared equally by Monarchists and Republicans, 
and to the accession to the throne of King Paul in place of the con- 
troversial figure of King George II. As the old-established parties 
have drawn or been pulled together, so the dividing line between 
them and the Communists has become sharper. The Centre 
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elements, which during and immediately after the war veered 
towards the Left, and later looked towards the Right, have had 
little influence on either. Otherwise they might have been able toe 
do something to mitigate the harshness each side feels for the 
other. By now the issues and memories which divide the two sides 
are too deeply fraught with emotion and too hopelessly entangled 
in the world situation to enable either side to show forbearance, let 
alone willingness to bridge the gap. In these circumstances it is no 
ise hoping for a political compromise between opponents locked 
in bloody battle. ‘The worst of this situation is that it constantly 
ggravates the factors which go towards its making. As long as 
re is fighting, there have to be restrictions on civil liberties. 
Even so, they are better guarded in Greece than in its hypocritically 
nsorious neighbours to the north. But this does not do away 
with the fact that it was precisely the infringement of civil liberties 
the less responsible elements of the Right which contributed 
to the renewed outbreak of guerrilla activity in 1946. ‘To say that 
hese infringements were only the consequence of the outrages 
perpetrated by the Left in the 1944-5 revolution is merely to 
confirm the existence of the vicious circle of reprisals which holds 
the Greek countryside in its grip. The same consideration applies 
to the deficiencies of the Administration. Undoubtedly many 
cases of maladministration did occur, but their continuation is 
largely due to the troubled state of the country. The very people 
who have taken to arms against the Administration are thereby 
perpetuating its inability to cope with its task and to dispense 
istice. ‘The economic situation presents the same dismal picture. 
. of an orderly livelihood drives people into the arms of the 
rebels. Yet as long as the resources of the country are being 
yphoned off into the prosecution of the civil war, there can be no 
ly restoration of the national economy. 
Each of these vicious circles operates in favour of the Com- 
inists. Hence the military reverses they have suffered in recent 
months will not by themselves effectively prevent them from 
hieving their objective: the economic and administrative col- 
e of the country through which they hope to ride to power. 
Yet none of these vicious circles can be broken unless the rebels 
first eliminated. Their defeat is a prerequisite to the solution 
Greek problem, but it does not in itself represent the 
lution. ‘That can be found only in the economic and political 
ld, and even there only if Moscow does not prevent it and 
Washington wills it. 


N. K. 











COLLECTIVE FARMING IN THE US.S.R. 
POST-WAR CONSOLIDATION OF CONTROL 


HE present organization of collective farms in the U.S.S.R., 

the result of a long process of trial and error, is a compromise 
between two ideas: one favoured private ownership of land 
with co-operative use of machines, tractors, ploughs, etc., while 
meadows and pastures remained common land; at the other 
extreme was the agricultural ‘commune’ where production and 
consumption were collectively run, and all implements, machines, 
livestock, and buildings owned by the ‘commune’. The present 
collective farm system, which accounted for 85-6 per cent of the 
total sown area in 1938, keeps the greater part of the land in the 
hands of the collective farm, while allowing individual allotments 
on a small scale. The regulations governing this predominant form 
of collective farm organization are laid down in the Model Charter 
issued in 1935. Before the war the arable land of the collective 
farms amounted to about 118 million hectares, while the subsidiary 
personal property of the farmers themselves was about 4,500,000 
hectares. Thus the aim is not to flout the interests of individual 
collective farmers, but to give them something of their own which 
they can work for their own advantage, while the attempt is made 
to win their enthusiasm for the collective organization. But this 
system does not always work out smoothly in practice. The public 
lands of the collective farms are State property, but have been 
allotted to these farms for their perpetual use. It is strictly against 
the law to diminish these public lands in any way. But the 
encroachment on public lands is an endemic and recurring threat 
to the well-being of the collective system. 


MISAPPROPRIATION OF PUBLIC LANDS 

In May 1939 the Central Committee of the C.P.S.U." and the 
Council of Peoples’ Commissars issued a Decree which aimed 
at safeguarding the lands held by the collective farms for public 
use. Abuses of the law had been taking place in all manner of ways: 
families divided up and claimed or received extra allotments, or 
in some cases there was a deliberate handout of public lands. In 
some other cases workers left the farm but retained their allot- 
ments, while some leased extra plots for which they paid rents to 
the public funds. Sometimes it was the result of gross inefficiency 
in failing to survey the lands held by the collective farm; the 
individual allotments might not be situated near the actual 


1 Kultura i Zhizn, October 1946. 
2 Communist Party of the Soviet Union. 
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dwellings, but vaguely apportioned from the midst of public 
lands. As a result it was possible for numbers of peasants to 
provide for their own wants without working collectively, being 
forced into industry, or taken off to settle underpopulated areas. 
Accusations of inefficiency and dereliction of duty were not only 
charged to the collective farmers, but the local Party and Soviet 
leaders were found in many cases not only to have connived at 
these abuses but themselves taken part in them. 

The Central Committee of the C.P.S.U. and the Council of 
Peoples’ Commissars decided to tighten up the regulations, stop 
the a and bring an end to the complacency of the local 
Party leaders. ‘They introduced penalties for any officials or peasants 
who infringed the law, and they reaffirmed that the public lands of 
he collective farms could at no time be diminished without the 
wien permission of the Government. The local Party and 
Executive committees were ordered to carry out a survey of all 
private allotments in the hands of collective farm workers, and 
to keep them within the limits which were fixed in the 1935 Model 
Charter at 1 hectare ver peasant household. Some collective farm 
workers in the White Russian §S.S.R., the Ukrainian S.S.R., 
and in the Smolensk, Kalinin, and Leningrad Oblasts* had man- 
aged to maintain fair-sized holdings out of the public lands. ‘They 
received short shrift, and were either taken off to resettle under- 
populated areas, or had their holdings reduced to the prescribed 

Che 1939 Decree established a minimum number of working 

ys per year for work on public land, and any worker who failed 

work the requisite number lost his rights and his private 
llotment. Families could only retain their allotments if the able- 

\died members worked on the collective farm, and, where all 
the permitted acreage had been turned into aliotments, the spare 
families were to be uprooted and resettled in the Volga area, 
’msk and Chelyabinsk Oblasts, Altai Krai?, Kazakhstan, and the 

East. A special Resettlement Department under the Council 
f Peoples’ Commissars was set up to administer the transfers of 
plus collective farm workers to new undev eloped regions. 


NEW SYSTEM OF GRAIN COLLECTIONS 

1940, before the U.S.S.R. became involved in the war, the 
viet Government changed the system in use for assessing the 
of grain or livestock products which had to be delivered 

State by each collective farm. It was ali part of the plan for 
ting agricultural production, but whereas the growth of the 
tive farm system up to 1940 had been largely devoted to 


t can be translated as Province, * Krai as Territory. 
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introducing mechanization and scientific farming methods, and so 
reducing the effects of drought and disaster, the next step was to 
bring more and more land under cultivation. With increased areas 
under cultivation mechanization would be more effective, and the 
surpluses of grain and meat available to the towns and industrial 
areas of the country would increase out of all proportion. The 
problem was to find both a spur and an inducement to the collec- 
tive farms to encourage the drive towards increased cultivation. 
The previous system of collections calculated the compulsory 
deliveries to the State on the area actually sown each year, and 
deliveries of meat and livestock products were based on the number 
of livestock on the farm. This acted as a check, not an incentive, 
to the most enterprising collective farms. As a farm brought more 
and more land under cultivation, it found itself burdened with 
increasing deliveries to the State at fixed prices. The same applied 
to those farms which increased the numbers in their herds. ‘The 
natural tendency after a time was to decrease the acreage sown, and 
to leave new land unreclaimed, and in some cases the publicly 
operated side of the collective farms began to suffer. The new 
system of assessment attempted to change this. The deliveries in 
future were calculated on the area that was available as arable 
land in the case of grain crops, and on the total agricultural land 
in the case of livestock products. If a collective farm failed to 
plough up its arable land, it was now faced with heavy compulsory 
deliveries, but as it ploughed up more and more land the deliveries 
became proportionately less exacting. The farm with herds of 
cattle was now penalized unless it expanded its herds and used to 
the full its meadows and pastures. Reclamation of new land became 
the only means of escape from either defaulting in deliveries or 
having to hand over an excessive proportion of production. 
According to Andreyev in a report to the Central Committee of 
the C.P.S.U. (February 1947), during 1940 alone the sown areas 
of collective farms rose by 3 million hectares (74 million acres), 
and the numbers of livestock increased by 12 million head. He 
stated that compulsory deliveries were 276,000,000 poods! more 
in 1940 than in 1939 as a result of the operation of the new system. 
According to Pravda of 23 July 1947, the gross production of 
grain crops, which was 67-6 million tons in pre-revolutionary 
years (average 1910-1914), reached an average during the second 
five-year plan of 94-5 million tons, and in 1940 was 119 million 
tons. (The amount of marketable grain available had increased 
by 17 million tons in 1940 in comparison with 1913.) 
Then in 1941 came the war. Workers were called up for the 
army, others were drafted into vital war industries. The M.T.S. 
11 pood = 20 kgs. 
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(Machine Tractor Stations) tractor drivers manned the tank 
brigades that captured the headlines under Rokossovsky and 
Konev. Ideological considerations were quietly shelved, and the 
U.S.S.R. fought for its survival not only at Leningrad, Moscow, 
and Stalingrad, but in the areas beyond the Volga and the Urals 
which supplied food for the Red Army. The peasant did well in 
many cases, and whereas before the war he was coerced, during 
the war he was bribed to put his surpluses on the market. He thus 
acquired large sums of ready money. That was one of the main 
reasons for the 1947 currency reform, which aimed at reducing the 
peasants’ hoarded earnings. 

Many irregularities were officially countenanced as war-time 
emergency measures: It was decreed in 1942 that Provincial 
Executive Committees could allow factories, institutions, and 
military units to sow and cultivate collective farm lands not in 
use as their own auxiliary farms. As a war-time measure it was 
urgent. Many of the farms were denuded of their able-bodied 
workers, and the work of the M.T.S. was severely curtailed. The 
only solution was for units training in back areas and factories 
to set to and work the fields themselves. At the same time local 
Party Committees, the watchdogs of the Government, saw their 
more enterprising members depart on war service, and their hold 
over the collective farms must have been considerably weakened. 
Undoubtedly the whole organization of collective farming received 
a severe setback during the war, since it had always lacked spon- 
taneity, and required the full force of Government control and 
Party supervision to make it effective. 

The after-effects of war and the resulting devastation called for 
mprovization in re-establishing the collective farm system in 
devastated areas. In the areas east of the Volga and the Urals many 
collective farms had reduced their areas under cultivation, since 
ractors were in short supply and the numbers of people working 
m the farms had been reduced. In the war-devastated areas not 

had machines, draft animals, and buildings been wantonly 
lestroyed or looted, but the Nazis had added to this chaos by 
tarting private-property farming on a small scale. ‘The first tasks 
facing the peasants returning to their homes and villages in the 
vake of the Red Army were the rebuilding of their villages and 
he cultivation of their fields. But the Government was equally 
concerned about restoring the disrupted collective farm system, 
and two top-ranking Communists, Kaganovich and Patolichev, 
were delegated to the Party and Government in the Ukraine to 
supervise this. 
lhe effects of the war also called for leniency in the application 
f the 1940 Decree on collections. Collective farms that had 
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suffered in the war were still faced with deliveries calculated on 
their total agricultural or arable land. The collective farms with 
large areas in Siberia, Northern Kazakhstan, and by the Volga 
were in a particularly unfavourable position. As a result varying 
rates were established, and where a collective farm had a shortage 
of workers and large areas unreclaimed its rates were lowered; 
if the opposite was the case, they were increased. It was also 
agreed at the February 1947 session of the Central Committee 
of the C.P.S.U. to increase the deliveries from collective farms 
not serviced by M.T.S. by 25 per cent, as opposed to the 15 per 
cent increase in force before: this was made necessary by the fact 
that those collective farms served by M.T.S. found themselves in 
an unfavourable position by comparison, since they had to deliver 
substantial amounts as payment in kind to the M.T.S. Another 
loophole in the system was also tightened up. Deliveries of oats, 
barley, and millet had been allowed instead of wheat or rye 
according to fixed equivalents. But the equivalent rates were too 
low, and this reacted unfavourably on the production of wheat and 
rye. The equivalent rates have since been increased. 


THE 1946 PURGE 


It was in order to revive and strengthen their control from 
the centre that the Government and Party resorted to a purge. 
In September 1946 the Council of Ministers of the U.S.S.R. and 
the Central Committee of the C.P.S.U. issued a Decree which 
listed the growth of abuses, decreed penalties, and reaffirmed their 
complete faith in the collective farm system. It was a dramatic 
and formidable indictment. It was directed as much against 
slackness and backsliding as against the actual evidence of wide- 
spread violations of the collective farm charter. No doubt it hoped 
by its outspoken references to abuses and by severely punishing 
a few offenders to achieve its object by frightening the rest. 

The abuses attacked in the Decree are numerous. (1) The 
incorrect utilization of working days.1 The practice of inflating 
management-staffs and administrative personnel appeared to be 
widespread. This severely hampered production. The Decree 
referred in strong terms to ‘drones’ and ‘extortionists’ who con- 
cealed themselves in ‘fictitious’ administrative posts and lived like 
parasites. The inflation of management-staffs had increased 


1 In accordance with a piece-work system, standard tasks of daily performance 
are laid down for different types of work. For purposes of payment, the perform- 
ance of each standard task is credited in ‘working-days’. The greater the skill 
or responsibility, the better paid the task in terms of ‘working-days’. At the end 
of the year the value of the ‘working-day’ is computed by dividing the total 
collective farm income, cash and kind, available for distribution into the total 
number of ‘working-days’ credited. Individual incomes are then calculated 
according to the number of ‘working-days’ earned. 
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alarmingly, according to reports in the press. In the Kuibyshev 
Province the proportion of ‘working-days’ earned for administra- 
tive work increased from 8 per cent in 1940 to 14-6 per cent in 
1945. In some farms it was as high as 44 per cent of total ‘working- 
days’. In other districts the average was 20 per cent. 

(2) Incorrect payment of workers. Unproductive workers had 
been given excessive wages in kind and money, while others had 
not been given their correct amounts in accordance with the 
working days credited to them. 

(3) Irregular allocation of foodstuffs. Workers had been receiving 
foodstuffs, not in payment for working days, but merely on the 
signature of the collective farm chairman. 

(4) Maintenance of irregular personnel. On the orders of local 
authorities, watchmen, couriers, fire-brigades, etc. had been 
maintained at the expense of the collective farms, though in no 
way connected with them. Hairdressers, cobblers, and tailors had 
also been kept at public expense, instead of being paid by individual 
members. 

(5) Cooking the working-day account. Repair of buildings and 
storage facilities granted by local organizations had been paid in 
working days, instead of in cash. All the above abuses lowered the 
value of a working day when it came to the final distribution of 
profits, and induced slackness. 

(6) Misappropriation of public lands. Inspections showed that 
this had been taking place on a ‘mass scale’ under various guises.? 
[he 1946 Decree asserted that the Decree of May 1939 on this 
very subject had been forgotten. Chairmen and administrative 
officers of collective farms were accused of arbitrarily seizing 
public lands and adding them to their private holdings. ‘They were 
also charged with conniving at the illegal misappropriation of 
public lands by village and district Soviets on the pretext of 
encouraging kitchen gardens. These illegal acts were castigated 

t only because they diminished the lands available to the collec- 
tive farms and disrupted their public economy, but also because 
they subordinated public interests to the advantage of private 
property owners and speculators. 

(7) Pilfering of collective farm property. Party and district workers 
had been removing farm produce for small sums or without 
payment. Some had been arbitrarily obliging collective farm 
administrations to give them free, or for a low price, property, 
cattle, and produce which they then disposed of for their own 
profit. Other State organizations which kept an account with 

lective farms had not been paying promptly for the produce 

pplied to them. 

‘See above pp. 471-2. 
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(8) Violation of democratic principles in collective farm adminis- 
tration. Grave violations of the 1935 Model Charter had been 
revealed. General meetings of collective farm workers were no 
longer held on many farms, so that workers had no say in the 
running of the farm. Chairmen and administrators had been 
arrogating to themselves the responsibility of allocating revenue, 
drawing up economic plans, disposing of produce, and so on. The 
exclusion of workers from participation in the affairs of collective 
farms was contrary to the principles of the Charter. As a result 
of this irregularity the general meetings which should have 
elected administrations, chairmen, and auditing committees were 
not held, and it frequently happened that district Party and other 
Soviet organizations appointed and removed collective farm officers 
without consulting the interests of the workers or allowing them 
to exercise their right of appointment. 

Having formulated their charges, the Council of Ministers took 
prompt and decisive measures to rectify past abuses and suppress 
further violations of the Charter. They restored the Decree of 
May 1939 against the misappropriation of public lands, and 
revoked the April 1942 Decree which permitted factories, military 
units, etc. to cultivate unused collective farm lands, and finally they 
set up a ‘Council for Collective Farm Affairs’ in order to establish 
strict control over the observation of the 1935 Model Charter 
and to examine and find a solution for problems of farm develop- 
ment. 

On 22 October 1946 the Council for Collective Farm Affairs 
was Officially set up under a praesidium headed by A. Andreyey. 
A special Decree gave the new body its powers, tasks, and terms 
of reference. These were essentially constructive, and not punitive, 
in character. They were directed towards rectifying all the viola- 
tions previously disclosed, especial attention being paid to the 
protection of public lands, progressive methods of management, 
and compliance with democratic procedures. In order to enable 
the Council to carry out these fundamental tasks it was given wide 
supervisory and disciplinary powers. It has its representatives 
approved by the Central Government in Republics, Krais, and 
Oblasts, who exercise control and supervision over compliance 
with the Charter and over decisions of the Party and Government 
affecting collective farms. These representatives act as controllers 
from the centre, and are quite independent of local authorities. 
Everything to do with collective farm affairs comes within its 
scope. It is empowered to prepare and submit for review to the 
Council of Ministers draft laws and decrees on collective farm 
organization, and has to make periodical press reports. It can 
impose punishments on officials guilty of violating the Charter, 
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prosecute them, or raise the question of their removal with the 
Government. 

Reports of abuses which presumably had become known to the 
Government had crept into the papers before and after the 
publication of the Decree. A Pravda leader of 11 September 1946 
reported that the secretary of a District Party Committee and 
other officials in Rostov Province had been appropriating the best 
cows from collective farms. In fact over 10,000 head of cattle and 
over 34,000 head of sheep had disappeared in this way in Rostov 
Province over the previous five months. There was a case in 
Odessa Province where a collective farm had a receipt for the 
delivery of 200 cwt. of grain, whilst on inquiry it appeared the 
grain had never been delivered. But the local Executive Committee 
of the Party had failed to punish those responsible with sufficient 
severity. ‘This was evidently by no means an isolated case in that 
area. It was reported from Yaroslavl that in one district alone 
forty cows, eighteen horses, forty-two sheep and goats, 9,500 
litres of milk, four tons of grain, and many other products had 
been misappropriated. The District Executive Committee had 
illegally appropriated 385 hectares of arable and 224 hectares of 
grazing lands for the use of committee members and private 
individuals. ‘These facts were known publicly, yet it appears that 

he district organization took no decisive measures to return the 
public property to the collective farms. 

A report from Kuibyshev Province stated that of 58,000 
collective farm households whose allotments were inspected, 
7,036 had arbitrarily increased their allotments. One case was 
revealed in Yaroslavl district where a document signed by a cook 
was found on one collective farm which showed that 32 litres of 
alcohol costing 3,900 roubles had been served to visitors and 
members on the occasion of a farm festivity. Though signed only 

cook this document had aroused no doubts as to its validity 
the minds of the book-keepers sent to check the accounts. 

\part from the petty pilfering by poorer peasants which in 

ny cases was the result of a struggle to make ends meet and 
rovide for their families, there were gross offences by responsible 

ials. The documentary audit which preceded the Decrees 
‘aled many such cases. For example, the chairman of the 
xalov rural District Executive Committee and the former chief 
District Agricultural Department were found to have been 

ng of collective farm produce as if it was their own property. 

me of the collective farms of the Altai Krai the practice of 
ndering the public lands had become widespread. With the 
nni - of the chief of the District Agricultural Department 
lective farm lands were alienated to various unauthorized 








478 COLLECTIVE FARMING IN THE U.S.S.R. 


organizations and even to individuals. The director of the Kara- 
suisk (Tashkent) M.T.S., the senior agronomist, and the book- 
keeper organized extortions on collective farms; their produce was 
then dissipated and embezzled in various ways. 

In the Shigonsk district of Kuibyshev region the Director of 
an M.T.S. systematically and illegally took away produce from 
collective farms serviced by his station. He appropriated in 
produce and money the sum of 50,641 roubles. In the Sosnovo- 
Solonets District, Kuibyshev region, the administration of the 
‘Karl Marx’ farm appropriated 12 hectares of public land to 
supplement the allotments of individual members. In the same 
district, through the negligence of the chairman of the District 
Executive Committee and of the Director of the District Land 
Department, 105 hectares of another collective farm were handed 
over to the Stavropol Oil Trust. 

The few instances cited are but an illustration of the motives 
and extent of official corruption and petty frauds. Much of the 
glare of official publicity in the national and local papers was 
spotlighted on these abuses. The effect must have been salutary, 
but in the more sober light of statistics it appears that a general 
rot had not set in, though there had been a serious deterioration 
in the structure of the collective farm system. The stern Decrees 
of the Party and Government were a sign of their determination 
to allow no departure, however small, from the structure of 
collective farm life, as contained in the 1935 Model Charter. 
Collective farm land returned to the farms during the year after 
the Decree of September 1946 totalled 5,780,000 hectares for all 
the U.S.S.R. out of a total collective farm land area of about 370 
million hectares (about 1-6 per cent of the total). Not all of this 
total was land which had been misappropriated for private use. 
A great deal of it had been in use, but under the care of industrial 
undertakings, military units, and other organizations under the 
powers granted to them in the emergency Decree of 7 April 1942, 
which was repealed by that of September 1946. 

The total numbers of livestock returned during the year were 
44,500 oxen, 45,000 cattle, and 123,000 other farm animals. 
According to Andreyev in his report to the Central Committee in 
February 1947 there were 15,800,000 cattle on the collective farms 
at the beginning of 1947, which means, presuming the Decree was 
strictly enforced, that less than 1 per cent were misappropriated. 
Apart from the land and livestock returned, many debtors were 
forced to disgorge their accumulated funds in respect of past 
services rendered by the collective farms. Much of the money 
claimed by the farms was held by the State collecting agencies, 
and was not derived only from financial irregularities, but in many 
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cases from the freezing of the balances of collective farms during the 
war. On the other hand, local organizations had often run into debt 
in respect of milk and other produce supplied to health centres and 
hospitals. 

Perhaps the most exacting operation was the stream-lining of 
administrative staffs. Family ties and village connections run deep, 
and it must have needed a new broom to sweep away the sinecures 
and the unnecessary privileges of administrative office. Indeed, 
there were frequent complaints that collective farm chairmen and 
Party secretaries had tended to shield their relatives and friends, 
instead of dismissing them with stern impartiality. The total ad- 
ministrative staff eliminated during the year was 496,000. At the 
time of the 1946 Decree there were 222,000 collective farms, which 
works out at an average of two redundant officials per farm. It 
was also reported that 203,000 persons were no longer receiving 
irregular credits of labour days. In some cases this irregularity 
had covered fire-brigades and rural engineers in no way connected 
with the collective farm; in other cases it had been resorted to in 
order to avoid the cumbersome administrative procedure of se- 
curing authorization for a money payment from a general mecting 
of the collective farm. 

The Ukraine, on the whole, in spite of its separatist tendencies 
and its devastation during the war, does not appear to have been 
any more severely afflicted than other regions by the general run 
of abuses. ‘The total land returned by individuals during the year 
after September 1946 was 198,000 hectares. In addition 400,000 
hectares were returned by urban and industrial organizations. In 
1938 the collective farms in the Ukraine occupied 34-9 million 

hectares and cultivated 21-4 million hectares, and the misappro- 
priated land was therefore about 2 per cent of the area occupied 
by collective farms in 1938. It was also stated that about 5,000 
horses had been returned. This figure can be compared with a 
total of 1,142,000 horses in the Ukraine, of which about 950,000 
belonged to collective farms. 

White Russia was also exposed to the full rigours of the war, but 
the figures of recoveries for this Republic are not above the average. 

he recoveries were 104,190 hectares from individuals and organ- 
rations (which may be compared to the 2-8 million hectares culti- 

ited by collective farms in 1938), some cattle, and about 50,000 
poods of grain. Improper credits of labour days in this Republic 

ost collective farms 1,259,575 working-days in 1946, and about 
4,841,000 roubles of debts were settled by various organizations 
and individuals. 

In connection with the misappropriation of land Pravda of 19 
September 1947 disclosed that 23,000 collective farms in the 
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U.S.S.R. had still not received their deeds of perpetual user, and 
6,000 had not received land registration books, which are dupli- 
cates of the official registration books fixing the farm boundaries, 
Undoubtedly where land surveys were inefficiently registered it 
was possible to add to private holdings on a plea of ignorance of the 
official boundaries. 

Meanwhile, the Council for Collective Farm Affairs had got 
down to work. From facts made available to the Council, 1,293 
persons who had infringed the provisions of the Charter were re- 
moved from their posts; 7,780 were brought before the courts, and 
204 were convicted. The Council received more than 35,000 
letters dealing with matters affecting administration and other 
aspects of collective farm life. It inspected fulfilment of the Decree 
in Provinces, Krai, and Republics, and supervised general meetings 
of collective farmers. As a result many unsatisfactory chairmen 
and officials were removed, and many executive committees were 
completely re-elected. 

The figures published of the land, produce, and livestock re- 
stored give a picture of arbitrary officials, irresponsible executives, 
and disinterested peasants, rather than of any deep-seated plot 
to destroy the collective system. It was perhaps a measure of the 
stresses and strains which were induced by the rapid, hasty col- 
lectivization of the thirties. What the 1946 Decree does make 
clear is that, in order to keep their economy progressive and 
healthy while attempting to impose new forms of organization 
from above and without waiting for any spontaneous movement 
from below, the Soviet leaders are forced to use the weapon of the 
periodic purge. 

But even the fear of being purged may only call forth grudging 
obedience, and the Soviet Government has recently brought out 
an ingenious, if miserly, system of incentives. A Decree of April 
1948 consists of an elaborate table setting forth the various agricul- 
tural regions of the U.S.S.R., the crop yields to be achieved in 
each region, and the appropriate medal and award according to the 
yield achieved by the particular collective farmer or manager from 
the area he worked or supervised. The various regions are Central 
Asia, Steppe, Central Black Soil Belt, etc., and the yields to be 
achieved in each region are given for wheat, rye, maize, rice, 
sugar beet, sunflowers, cotton, clover, licerne, and timothy grass. 
In the case of wheat, if a worker achieves a yield of 32 centners per 
hectare in the best wheat-growing region he receives the ‘Order 
of Hero of Socialist Labour’, if he gets a yield of 26 centners he 
receives the ‘Order of Lenin’, and for a yield of 24 centners per 
hectare the ‘Order of the Red Banner’. These are evidently sup- 
posed to be above average yields for the best wheat-growing 
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regions, and can be compared with an average yield for 1947 of 
10°7 centners per hectare, and a planned yield for 1950 of 12 
centners per hectare. The Director of an M.T.S. or a collective 
farm manager, who are not working directly in the fields, has 
lower targets to reach, since they are responsible for average yields 
over a fairly large area. This system of course costs nothing by 
way of a higher standard of living for higher production, though 
normal piece-work rates do encourage the hard worker by means 
of bonuses and premiums. But the general aim of the system seems 
to be to get the best out of the collective farmers, while still making 
them foot a large part of the bill for capital investment in the 
U.S.S.R. A system of incentives relying entirely on medals and 
similar awards may well turn out to be a “bogus carrot’. 


Ce. we 


THE FRANCO-ITALIAN CUSTOMS UNION 


HE project for a Franco-Italian Customs Union, agreed to in 

principle last February, is still at the stage of discussions. 
The framework is being worked out, and an Italo-French Mixed 
Commission, which has lately been sitting in Rome for this pur- 
pose, announced, on 25 September, that an ‘agreement in 
principle’ had been reached to propose to the two Governments 
that the Union should be completed by 1 January 1950. The Com- 
mission is to meet again in Paris next January. 

The proposed Customs Union is, like the Benelux Agreement, 
an important step towards economic collaboration between 
ndividual countries. It may therefore be of interest to examine, 
luring this interim period between proposal and putting into 
effect, some of the main difficulties which have to be overcome. 

When Count Sforza and M. Bidault met last February in Turin 

) sign the preliminary economic agreement embodying the 
principle of Franco-Italian Customs Union, there was a wide- 
pread impression in both interested countries that the two states- 
men had rushed matters. It was felt that the issues were so complex 
und some of them so controversial that more exhaustive discussion 
hould have taken place before definitely committing the two 
Governments. And above all there was a feeling that the economic 
interests concerned should have been more fully consulted than 


had been possible in the very short period (five months in all) since 
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discussions between French and Italian Government experts had 
started. 

This reaction can be mainly attributed to the fact that Italian 
and French agriculture (and, to a certain extent, industry) have 
always been more competitive than complementary. Both countries 
import coal, wheat, fats, and other raw materials from more or less 
the same sources, and both are large producers and exporters of 
wines, fruit, vegetables, and cheese, as well as of textiles and 
motor cars. As a Customs Union involves throwing open the re- 
spective home markets to the competitor’s goods, as well as sharing 
export markets, it was obvious that powerful vested interests 
would be antagonized and roused to action for their own defence. 

It was not long before evidence of this began to emerge. 
Enthusiastic officials decided to try their hand at once at the wine 
trade, i.e. at one of the items of the agenda which was most likely 
to arouse controversy. It was decided that both Governments 
should grant freedom of reciprocal trade in both countries. But it 
was soon found that the Italian wines being of lower price, the 
home market for French high-grade sparkling wines was seriously 
affected by Italian competition. As it was impossible either to 
reverse the decision to grant unrestricted licences or to resist 
pressure from the wine producers, the French Government 
decided to impose an extra duty of 50 to 70 per cent ad valorem on 
wine imports from Italy. The Italians retaliated with similar 
measures, and the flow of the trade in wine between the two 
countries ceased almost instantly. 

However small the amount of money involved in an incident of 
this kind, it should not happen again, lest the whole plan be held 
up to ridicule. To issue import licences and then impose exorbit- 
ant duties is only one of the ways in which the efforts aimed at 
improving trade between countries can be nullified. It is conceiv- 
able that the same negative results can be achieved in quite a 
different way, for instance, when duties are entirely abolished but 
at the same time licences are refused or currency permits delayed or 
denied. These practices could be considered compatible with the 
letter—if not with the spirit—of a formal Customs Union, and 
yet would, if rashly applied, entirely defeat its purpose. To avoid 
this danger a monetary union, or, better still, a fully-fledged 
economic union, is the real need. 

It is quite probable that both Count Sforza and M. Bidault had 
this final development at the back of their minds when they 
decided to start negotiations and eventually to sign the Customs 
Union agreement. Probably they did not realize how damaging toa 
straightforward plan of Customs Union such quibbles as have 
arisen in the French and Italian wine trades could be. But in the 
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framework of an economic union such differences of interests 
would assume a wider and more constructive aspect. It would be 
possible to discuss, for instance, how Italian labour could help to 
develop French vineyards, and how French technique could be 
applied to standardize the innumerable varieties of Italian wines 
(the marketable brands are believed to number about 2,000), 
while exports could be developed through a joint effort and 
apportioned according to the marketing possibilities of the various 
French and Italian products without lowering the standards of the 
former or cutting down the very extensive production of the latter. 

Indeed, it is only in a fully-fledged economic union that two 
powerful economic factors, namely, Italian manpower surplus 
and the availability of arable land in France, could be brought into 
play, and transfers of capital and labour be made entirely free in the 
territory enclosed in the new economic frontiers. Perhaps the 
picture of landless Italian peasants flocking to the deserted fields 
and untilled lands of France was uppermost in the minds of those 
who conceived the present Customs Union plan. ‘To them it may 
have seemed a first step towards solving, through fuller economic 
union, the otherwise intractable problem of chronic large-scale 
Italian unemployment, and at the same time enhancing the agri- 
cultural productivity of Metropolitan France, and also directing a 
useful share of Italian emigrants to French overseas territories. 
Quite an important capital outlay would, of course, be necessary 
to bring about a transfer of labour on a sufficiently vast scale; but 
this should not constitute an insuperable obstacle, if only an 
inconsiderable part of the financial strain had to be borne by the 
lopsided Budgets of the Italian and French States. It might well 
be that, with an increase of food production in Continental 
Europe in view, the interest of the Food and Agriculture Organiza- 
tion and the World Bank would be stimulated. If this interest 
should be aroused, some of the capital which has been hoarded for 
the last ten years by the rural classes in France and Italy might be 
brought to light and seek remunerative investment in under- 
takings the value of which is likely to be well understood by the 
prospective investors. 

Moreover, a substantial increase in the volume of French agri- 
cultural production through Italian resettlement of labour by 
migration to France might offer a permanent though only partial 
solution to the problem of the high cost of living in France. Agree- 
ments of an extensive character would, however, be necessary 
within the framework of the intended Union in order to ensure a 
fair share of reciprocal as well as foreign trade to French and 
italian producers alike, especially by promoting specialized pro- 
juction. For instance, Italian food canners, owing to the extra- 
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ordinary fertility of local orchards, would still be able to indulge in 
mass production of canned fruits, tomatoes, etc., such as their 
French opposite numbers cannot afford, while the latter should be 
encouraged to draw the best possible advantages from the special- 
ized skill which has made France unrivalled in the production of 
world-famous gastronomic delicacies. 

. It is also commonly known that both France and Italy are cheese 
exporters. But at the same time France has always been the most 
important market for Italian cheeses, while the Italians do not 
seem able to afford the expensive petits fromages. On the other 
hand, as the large Italian home consumption of olive oil is roughly 
equal to the amount of home production, the substantial olive oil 
exports which have always formed an important feature of Italy’s 
foreign trade can only be maintained with the help of additional 
supplies for processing from abroad, partly from French North 
Africa. Italy is, too, almost the only source of supply of soft hemp 
for France, the second largest buyer of this typical Italian fibre. 

To consider next the manufacturing industries. Some of them 
work in watertight compartments, such as, for example, the silk 
and automobile industries. The silk industry of both countries 
shared the depression caused between the wars by keen Japanese 
competition. The breeding of silkworms plays an important social 
and economic role among the rural classes of Northern Italy, and 
mass production of Italian raw silk is outstanding in Europe. 
French raw silk production, on the other hand, is negligible, but 
silk fabrics occupy a special position in the French fashion trade, 
while their export is eagerly desired by both French and Italian 
industrialists. 

Automobile production has developed on almost similar lines 
in both countries, but with a keener specialization by the Italians in 
the racing types and by the French in the utilitarian lines, and 
French post-war statistics show a quicker recovery by comparison 
with its smaller-scale Italian counterpart. 

Although harmonization and co-ordination should not be 
impossible, these two industries are likely to offer some hard 
problems for the organizers of a Customs Union if present trade 
conditions last. It is the Italian side that would suffer most 
through French competition should the barriers of import licences 
and exchange controls be wiped out through economic union. 

Other textile industries (cotton, rayon, and wool) are so inti- 
mately dependent on world markets and technical developments 
that it would be useless to indulge in guesswork as to the possible 
effect on their structure of a Franco-Italian economic union. Yet 
it should be observed that, in this case too, production has 
recovered more rapidly in France than in Italy, where high costs 
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have made prices soar above world market prices and also much 
beyond the purchasing capacity of the Italian masses. 

The Italian chemical industries in normal times obtain from 
the ‘France d’Outremer’ vital raw materials such as phosphates 
for the making of fertilizers, as well as vegetable fats and oil seeds. 
On the other hand, France imports Italian essential oils for her 
perfume export trade. 

Bauxite is perhaps the most important raw material that France 
can supply to the Italian metal industry, now that the rich Istrian 
sources of supply are under Yugoslav control. Mercury and zinc 
ore are the only metals that Italy is in a position to export. 

Iron and steel production has greatly improved in recent months 
in France, where it. has now passed pre-war levels. A limiting 
factor has been the supply of coke, and Italian coking plants 
which are now not working at full capacity can be used to transform 
American coal into metallurgical coke for France, as the biggest 
plant is situated near Genoa, not far from the French frontier. 
Reports from Paris indicate that a monthly allocation of 23,000 
tons of American coal has already been made by the Economic 
Co-operation Administration (E.C.A.) for this purpose. Whether 
this collaboration between the iron and steel industries of the two 
countries can be extended still further is a fundamental problem 
and a big subject; we can only skim its surface here. Steel pro- 
duction in Italy is relatively small, and inadequate even for home 
requirements; in 1939 it amounted to 24 million tons, as compared 
with nearly 8 million tons in France. More than a quarter of the 
total French production was exported, and 70 per cent of these 
exports consisted of cast iron, semi-finished steel, or heavy steel 
products. In Italy since the first World War steel production has 
always been heavily protected and subsidized by the Government 
with the object of supplying secondary materials to the engineering 
and shipbuilding industries, also protected by high tariffs. ‘These 
latter, through efficient and cheap labour and wide rationalization, 
were able to develop a substantial export trade. High grade ores 
are available at Cogne, in the mountain regions of Piedmont, 
where special steel is produced with surplus hydro-electric power. 

here are in Italy no full cycle iron and steel plants, based on 
economy of fuel and transport. The supply of iron ore from Elba 
has never covered more than half the requirements of industry, 
and steel production has always been chiefly based on scrap 
imported from the Continent (including France) and from over- 
seas. In view of the high cost of raw materials and transport, 
Italian steel is consequently expensive and cannot compete in 

orld markets. Since the end of the war Italian steel production 
has recovered to more than go per cent of the 1938 figure, while 
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pig iron production has lagged behind owing to heavy damage in 
the Piombino blast furnaces, which are only now being repaired. 

Expert opinion is inclined to believe that steel production can be 
made economical in Italy, especially, as, for example, the 
UNRRA Survey has suggested, ‘in the fabrication of small and 
specialized sections and sheets. . . . The fact that the source and 
quality of imported materials can be selected in such a manner as 
to give the most efficient results offers some advantages... .”! 
Clearly, this is an argument calling for a development of the 
complementary character of Italian and French plants. 

Since the dissolution in 1940 of the Comité des Forges—the 
powerful seventy-year-old French Iron and Steel Federation— 
the organization of French heavy industry has changed shape and 
become less close. Rumours of imminent nationalization have 
failed to materialize, except in so far as armaments are concerned. 
On the Italian side, the largest firms fell, between the two wars, 
under Government administrative control through practical 
insolvency. But the Institute of Industrial Reconstruction (1.R.I1.) 
controlling them does not enjoy any great authority on the 
technical side of the business, and has never shown particular 
aptitude in eliminating the overlapping of production or pro- 
moting improved methods. The I.R.I. and the Chambre Syndicale 
de la Sidérurgie do not seem to pull enough weight to inspire 
negotiations on a wide and complex industrial agreement which 
should form the platform for the co-ordination of some of the most 
important French and Italian industries. Meanwhile, the formation 
of a mixed permanent committee to harmonize and co-ordinate 
shipbuilding was announced in September by M. René Fould at a 
plenary meeting of the Rome session of the Italo-French Commis- 
sion for the Customs Union. This is an important development 
which might stir up more practical initiatives in the right direction. 
It might also, however, cut across the orderly development of a 
complete plan for full harmonization of the heavy industries of the 
two countries. 

Shipbuilding in Italy is mainly connected with the redevelop- 
ment of the country’s shipping, an industry which the Italians 
have put their backs into ever since the liberation. This highly 
competitive trade is in its turn linked with harbour and marketing 
facilities, and the mention of two names only—Genoa and 
Marseilles—evokes extremely keen competition, with no pre- 
cedents of collaboration. It is difficult to move on these quicksands, 
and a repetition of the error made in the hasty experiment of the 
wine trade should be avoided at all costs in the preparatory stages 
of the projected Union. 


1 UNRRA: Survey of Italy’s Economy, 1947. 
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These are only a few examples of the intricacy of the economic 
problems which the clear-sightedness and goodwill of the experts 
on both sides may be called upon to unravel. Sectional difficulties 
are, moreover, likely to be aggravated by the present unfavourable 
trends shared by French and Italian economies, as neither country 
in 1947 could pay for more than 50 per cent of its respective 
imports from foreign countries through export of goods. Metro- 
politan France balanced her trade with her overseas territories, 
thus paying in her own currency for some valuable raw materials 
that no amount of lire could buy for Italy. But the gap in the total 
assessed import requirements both of Italy and of Metropolitan 
France was covered through straightforward E.R.P. aid. Goods 
thus received are being sold in each country against national cur- 
rency, and the funds collected in this way are used for recon- 
struction purposes in agreement with E.C.A. Thus what is in 
effect the spending of hundreds of millions of dollars on new 
industrial plants, land reclamation, and means of communication 
could play a tremendous role in the future of a Union plan, if only 
the basic elements of this plan were kept in mind when proceeding 
with investments in the respective countries, and overlapping 
and duplication could be carefully avoided. E.C.A. may have a 
say in this, and American co-operation in these technical matters 

should be extremely helpful if well informed and inspired by 
genuine interest in the French-Italian economic union plan. 

This dependence of the two countries on American aid, both 
for the purpose of balancing their foreign trade and for the 
financing of reconstruction programmes, adds to the uncer- 
tainties inherent in a plan which has to span the three economically 
vital years 1949-51. Yet purely economic arguments leave com- 
pletely out of account political opposition, which might achieve 
thoroughly disruptive effects. Already the Communist-led trade 
inion organizations—the C.G.T. in France and the C.G.1.L. in 
ltaly—have declared themselves against the Customs Union 
scheme and denounced it as a capitalist concoction. On the other 
hand, the head of the Italian delegation, Sr Umberto Grazzi, has 
leclared that no cartels or any similar capitalist restrictive 

ractices will be adopted in the working of the Union. These are 

ily the skirmishes preceding a pitched battle, and this in turn 
ill be only one episode of the ideological struggle involving 
irectly or indirectly the whole European continent. 

’-Franco-Italian political relations in the past have not been such 

to afford great encouragement to new and close economic 
yperation. Indeed, all precedents in the history of these relations 
show that emotional motives have wrecked most opportunities of 
conciliation and collaboration based on hard facts and cold reason. 
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But perhaps past disappointments may constitute the sharpest 
incentive for new men to use new circumstances in a constructive 
effort to put an end to out-of-date rivalries and move a long step 
forward on the road of European unity. The French and Italian 
statesmen undoubtedly meant to stir up the imagination and good- 
will of their countrymen when they staged ceremonies which 
looked perhaps too elaborate in view of the rather rough state so 
far reached in the Customs Union plan. But a more empirical and 
less spectacular approach to the economic realities of the near 
future would not have appealed to French or to Italian minds, and 
would have failed to create that wide public interest which is a pre- 
requisite of ultimate success. In the .ast resort, however, the proof 
of the pudding will be in the eating. 


A.C. 


THE PHILIPPINE ISLANDS 
ECONOMIC PROBLEMS OF INDEPENDENCE 


I: is not always remembered that the Philippines were the 
scene of the first armed struggle for independence in South- 
East Asia. Indeed, the situation in the Islands in 1898, at the close 
of the Spanish-American War, was very similar to that in Indon- 
esia or Indochina in 1945. ‘The Americans, who had acquired title 
to the Philippines from Spain, held Manila; the independence 
movement under Aguinaldo to all intents and purposes held the 
rest of the Islands. The two sets of circumstances differed, how- 
ever, in one important particular. Fifty years ago there was little or 
no international interest in the fate of independence movements, 
and the U.S.A. was therefore unhampered in dealing with the 
rebellion, which was suppressed after a brief period of open war- 
fare and some years of guerrilla activity. 

One reason for the early advent of an independence movement 
seems to have lain in the longer and more complete exposure to 
Western influences. ‘The Spaniards did not suffer from any doubts 
as to the value of indigenous institutions, which were in any case 
not of a very highly developed nature in the Islands. They set out 
wholeheartedly to transform the varied Filipino tribes into 
Christians in religion and, to a lesser extent, Spaniards in outlook 
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and culture. The chief instruments to this end were the friars and, 
except amongst the Mohammedan Moros of the south, they were 
largely successful. As a result the educated Filipino came to have a 
much more European cast of thought than the neighbouring 
peoples. 

The chief characteristics of the American occupation were a 
strong emphasis on education, on which a large part of the local 
revenues was spent, and the growth of the almost complete 
dependence of the Islands’ economy on the U.S.A. as a result of 
the free trade which existed between them. At the same time there 
was a rapid development towards self-government. A strong body 
of opinion in the U.S.A. had opposed American possession of the 
Islands from the first on political grounds, and was powerfully 
reinforced in the late 1920s by dairy, sugar, and other economic 
interests which believed, probably quite without foundation, that 
free trade with the Philippines was damaging to their own interests. 
The result was that in 1934 the U.S. Congress passed a measure 
providing for the setting up of a Commonwealth of the Philippines. 
This was to last for ten years, after which American sovereignty 
was to be withdrawn and the Islands were to be completely 
independent. The main purpose of the ten-year period of pro- 
bation was to enable American tariffs on Philippine products to be 
raised gradually to the full height in order to allow the Philippine 
economy to adjust itself. 

t was this Commonwealth which the Japanese overran in 1942. 
Of the occupation it need only be remarked in passing that, while 
President Quezon and Vice- -President Osmena were able to escape 
to the . .5.A. and other Filipinos took to the hills and fought as 

suerrillas, Jorge Vargas, José Laurel, and a number of other lead- 

ig politicans who had to remain’ took office under the Japanese in 
a puppet régime. ‘Too much importance should not be attached to 
this. Many South-East Asian politicians regarded Japanese 
ecupation merely as a change of masters, and the peoples of their 
countries have all along seemed to support them in this attitude, 
only in a negative way. Aung San, Soekarno, and Ho Chi Minh 

‘collaborated’ at some stage in their careers, and the Prime 
Minister who allowed the Japanese into Siam without a fight is 

ready back in office. On 28 January 1948 the Philippine President 
Rox is, himself by no means entirely free from the taint of ‘col- 

iboration’, signed an amnesty for ‘collaborationists’ which was 
lly approved by the Senate and House of Representatives. 

Before dealing with the post-war situation, however, it is 

ential to consider the economy of the country. ‘The four most 


Elpidio Quirino, now President, was an exception, being imprisoned by the 
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profitable exports in the 1930s, sugar, coconut products, abaca 
(Manila hemp), and tobacco, all went largely to the U.S.A.’, and 
the Filipino standard of living, in so far as it has increased in 
recent decades, is based on this trade. In 1932 over 86 per cent 
of Philippine exports went to the U.S.A.; in 1941 the figure was 
still over 84 per cent*, and though the figure had dropped to 57 
per cent in 1947, this was due to the fact that the sugar industry 
had hardly restarted production, the Philippine trade balance 
being in consequence heavily adverse. It is still generally true to 
say that the Philippine economy is dependent on sales in the U.S. 
market. Now in the case of the most important pre-war export, 
sugar, payment of the full U.S. tariff would amount to exclusion, 
for the U.S. market would then be captured by Cuban sugar, 
which is more cheaply produced and has a shorter distance to 
travel. Much the same thing applies to tobacco and copra. Other 
lower-cost producers would supersede the Philippines. 

The ten-year period of grace under the Commonwealth was 
designed to allow time for the development of other export 
industries or of consumer goods industries which could replace 
some commodities hitherto imported. In the years up to 1942 
some progress was made in this direction, but was largely confined 
to the mining industry, gold being much the most valuable 
product. The rapid development of gold production is shown in 
the following table: 

1931 $ 3,762,000 1939 $34,979,000 
1937 $24,094,000 1940 $38,582,000 
1938 $31,614,000 1941 (11 months) $39,997,000 
In 1941 the value of gold production actually surpassed that of 
sugar exports. Copper, iron, chromite, manganese, lead, and zinc 


: PHILIPPINE TRADE 
(in $000s) 
Exports to U.S. of Some Commodities ' 
“~ ~ Total 
Abaca Cigars Total Export 
Sugar Coconut and and Export to all 
Products Products Tobacco to U.S. Countries 
57,122 12,706 2,051 3,499 82,648 95,338 
51,998 26,721 4,364 3,590 74,936 94,246 
50,588 24,830 35454 3,180 89,445 115,795 
43,528 21,272 5,345 3,623 90,694 117,048 
2,040 117,495 22,952 333 153,240 265,548 
Year Total Imports Imports from U.S. 
1932 79,395 51,298 
1935 85,524 54,367 
1938 132,608 90,357 
1940 134,725 105,201 
1947 511,350 441,075 
® For the first nine months of 1941 exports worth $113,412,541 went to the 
U.S. out of a total export of $133,926,449. 
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were other ores whose production was being developed, but their 
combined value was not more than a small part of that of gold. 
Iron ore shipments to Japan were 593,894 tons in 1937, and 
1,236,206 tons in 1940. The ore was of a high grade, with 60 to 
jo per cent ferrous content, but the Japanese, being the only 
buyers of it, were able to keep the price very low. Production of 
copper began in 1937; in 1938 the output was about 4,360 tons, 
and in 1940 about 9,050 tons. In 1940 a copper smelter was 
erected in order to make it possible to export copper to the U.S.A. 
(he first exports of chromite were made in 1936: in 1940 186,000 
tons were exported, and in 1941 about 300,000 tons, worth between 
24 and 24 million dollars. It has to be remembered, of course, that 
these increases were partly made in response to demands for 
copper, and for steel and its hardening agents, by countries pre- 
paring for war, and conditions of real peace may not be so favour- 
able. ‘The iron mines, for instance, have been unable to reopen 
since the war owing to the absence of a market within economic 
distance. 

The Philippines therefore need capital to develop new industries 
to replace the old, and a period of grace during which the existing 
export industries will enjoy free trade or preferential tariffs with 
the U.S.A. Two other largely economic factors affect the politics of 

the country. The first of these is peasant discontent. A number of 
guerrilla forces were formed in the Islands during the war, some 
f whom were not above fighting each other, and these offered a 
chance to a discontented peasantry to pay off old scores. When 
» Americans reoccupied the Islands they recognized, disbanded, 
al handsomely remunerated some of the guerrillas. Others, 
however, and in particular the so-called Hukbalahap (Huk for 
t) guerrillas in Central Luzon, refused to give up their arms. 
leader of the Hukbalahap movement, Luis Taruc, is an 
vowed Communist. It is doubtful, however, whether his 
llowers consciously follow him in his ideology. They come from 
ne of the richest rice-growing areas in the country and the move- 
ent is essentially one of agrarian discontent such as has occurred 
nthe Far East, as elsewhere, for centuries and exists at present in 
1 number of other countries. They use the arms which they 
iired as guerrillas during the war to oppose landowners who 
emselves very often have what amount to private armies, and it is 
erally recognized that there is a foundation of justifiable griev- 
ver oppression from which their movement originally 
(here is also undoubtedly the fact that they have become 
med to the use of arms arid to violence as a means of living 
the war, and are not unwilling to support themselves by 

orted in an interview with the A.P., 24 May 1948. 
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more exciting methods than normal agricultural activity. It is 
impossible to judge whether they have the wholehearted suppor 
of the local population since in any case very few would dare 
openly to oppose them. 

President Roxas refused to parley with an armed movement and 
tried to suppress the Huks by force. As a result numerous actions 
have taken place in Central Luzon between Huks and the Military 
Police, in which as many as forty or fifty men have been killed. The 
Huks have also carried out raids on garrison towns. Despite the 
efforts of the police, however, the Huks seemed, in the spring of 
1948, to be little reduced in strength. The sudden death of 
President Roxas on 15 April 1948, and the succession to the Presi- 
dency of Elpidio Quirino, provided an opportunity to try a new 
approach to the problem. Conversations were started with Taruc 
and an agreement was made whereby the Huks should register 
and give up their arms, and should in return be granted a general 
amnesty and land reforms. It should be noted that President 
Roxas had already begun the division of large estates for sale to 
tenants. The amnesty was signed on 21 June 1948 and an uneasy 
peace followed. July 15, the final date for surrender of arms and 
registration by the Huks, passed, however, as did two extensions of 
the date to 31 July and 15 August, and not more than a few score 
of men and a handful of arms had appeared. By the end of August 
there were renewed reports of Huk attacks and these have con- 
tinued since. 

Another economic factor which closely affects politics is the 
predominance of foreign minorities in some fields of activity. 
The figures for trade in the Philippines for 1947, showing the 
percentage of trade done by traders of different nationalities, gives 
an indication of the extent of foreign predominance in commerce. 

Imports Exports All Trade 

Americans 28-00 42-97 33°59 

Chinese 39°14 24-08 33°51 

Filipinos 23°48 21°38 22°70 

Others 9°38 11-57 10°20 
There is, not unnaturally, a general feeling in the Islands that 
Philippine trade ought to be in the hands of Filipinos. This 
particularly applies to the small scale retail trade, which at present 
is almost entirely monopolized by Chinese who not only run the 
trade, but, if the business is large enough to require assistants, 
employ other Chinese in it. Before the war they are said to have 
controlled 85 per cent of all retail trade in the Islands and 95 per 
cent in Manila itself. 

Measures against the Chinese take two forms: direct restriction 
of immigration, and attacks on their right to do business. In 1939 
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dare 
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there were officially 117,487 Chinese in the Islands, and this 
figure had dropped by 1947, owing to repatriation during the war 
under Japanese pressure, to 100,971. Both these figures are almost 
certainly underestimates, and the probability is that there are 
some 200,000 Chinese there. The Chinese annual immigration 
quota at present amounts to 500 and officially is strictly observed, 
though there are frequent reports of Chinese being smuggled into 
the country. At the same time efforts are being made to prevent 
those who were evicted by the Japanese from returning, and also to 
squeeze the Chinese out of the retail trade. During the spring 
and summer of 1948 all Chinese traders were evicted from the 
Manila city markets which they formerly more or less monopolized, 
and attempts have been made to pass a Bill prohibiting aliens 
from owning retail stores after 1954. 

It will be seen from this outline of some of the important factors 
in the economy of the Philippines that any Philippine Government 
is subject to two pressures: on the one hand it has to secure time 
and capital investment for the development of a healthy economy, 
and on the other hand it has to reckon with a general dislike in the 
country of foreign activity and influence. The latter is primarily 
directed against the Chinese, but not by any means entirely, and 
such movements as the Hukbalahap are, by reason of the ideology 
of their leaders if nothing else, particularly hostile to American 
influence. Capital investment can be secured from foreign sources, 
which means in effect the United States, or by internal savings. 
lhe laws of industrialization, however, seem to follow the parable 
‘For whosoever hath, to him shall be given, and he shall have 
abundance: but whosoever hath not, from him shall be taken 
away even that which he hath.’ For an unindustrialized country 
like the Philippines to attempt industrialization from its own 
resources would be a long and arduous, if not impossible, task and 
would certainly involve a lowering of the present standard of living. 

It is not surprising to find, with this background, that post-war 
Philippine politics have tended to show a division between those 
who believed in the necessity of American aid and those who 
wanted to reject it on the ground that it would derogate from 
Philippine independence. It is not intended to go into the details 
of Filipino politics except to remark that Roxas and Quirino have 

elonged to the former school and have been opposed by a wide 

assortment of groups ranging from the ‘left-wing’ Democratic 
Alliance, through Osmena, a former Vice-President and President, 
the Popular Front, and the Philippine Youth Party, to former 
ollaborators’ such as Laurel.? 


it has more than once been suggested that Laurel may be a candidate for 
ident in 1949 on behalf of a coalition of some or all of these bodies. 
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The issue arose in its most open form over the Philippine Trade 
Act. This provided that free trade between the Philippines and the 
United States would continue until 1954. In that year 5 per cent 
of the U.S. tariff would be paid, with an additional 5 per cent in 
each subsequent year until in 1974 the full tariff would be reached, 
It also provided for quotas for Philippine sugar and tobacco! at 2 
fairly high level, though below the highest level reached by such 
exports to the U.S.A. in the past. Shipments over and above the 
quota would have to pay the full tariff. The Act was not to come 
into force until the Philippine Constitution had been amended to 
give United States citizens and capital equal rights in the Philip. 
pines with the Filipinos during the twenty-five years until 1974.' 
The Act would afford time, and the Amendment to the Consti- 
tution would encourage American capital, and Roxas made a great 
effort in the face of bitter opposition to have the Amendment 
approved by plebiscite. The result of the plebiscite, held on 11 
March 1947, was a vote in favour of the proposal of 1,632,876 
against 230,444. A large number of voters abstained , however,” and 
it was clear that the measure was not universally supported. 

Before considering the proposals for development which have 
followed this somewhat half-hearted acceptance of American aid, a 
brief review of post-war economic conditions is necessary. The 
Islands suffered very heavily from war damage, Manila being as 
heavily damaged as any other city in the East, and since the 
war the Philippine economy has been largely dependent on an 
enormous influx of U.S. dollars in the form of war damage 
grants‘, U.S. spending, back pay to Filipinos who fought in the 
U.S. forces or as guerrillas, and U.S. gifts of surplus equipment 
Sugar production had almost entirely ceased in the period after 
the war, but copra production gained from a relatively heavy price 
increase in the two and a half years after liberation. Prices per 100 


1 As also for rice, an unimportant export. 


* The Constitution was adopted in 1935, under the Commonwealth. It 
provides that all natural resources in the Philippines are public property and of 
these only agricultural land may be alienated. Leases or concessions on natural 
resources are limited to twenty-five years, renewable for a further twenty-five 
years, and are restricted to citizens of the Philippines or to companies 60 per 
cent of whose capital is in Philippine hands. It is this latter provision which is 
annulled in the case of the United States by the Amendment. This presumably 
also applies to the recent Philippine Supreme Court judgment that the Con- 
stitution forbids alien ownership of urban property. This seems to have been a 
popular judgment, if unsound juridically. 

® The population in 1941 was estimated at nearly 17 million. Suffrage, which 
is confined to men, is subject to a literacy qualification which has the effect of 
disfranchising a fair proportion of the peasantry. The electorate is believed to 
number about 3 million. 

*The U.S. Congress voted U.S. $400,000,000 for private Philippine war 
damage claims. 
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kilos were pesos! 7-88 in 1941, 13°51 early in 1946, 35-61 early in 
1947, and 46:39 in December 1947. Other commodities were 
more in line with the general increase in world prices, abaca 
rising from the controlled price at the beginning of the war of 
pesos 19°50 per picul to pesos 50°52 in December 1947. Despite 
the great, and probably temporary, increase in the value of copra 
exports, however, the Islands’ trade showed a very large adverse 
balance in 1946 and 1947. The deficit was in part due to the 
absence of sugar exports and in part to a great rise in imports, 
and the gap in payments was met by the exceptional U.S. dollar 
spending in the Islands. During 1947 384,000 tons of sugar were 
produced, as against almost nothing in 1946, and the further 
improvement in sugar production, combined with increases in 
gold output, should do something to reduce the trade gap during 
1948. 

The reason for the jump in imports is due to the use of the influx 
of U.S. dollars to satisfy the heavy post-war consumer demand in 
the Islands: at a very rough estimate only 10 per cent of these 
dollars have been spent on capital goods. As a result, by the end of 
1947 retail sales were falling off, and commodity prices, which in 
August 1945 were over 700 per cent of pre-war prices, had dropped 
by January 1948 to 266 per cent. The cost of living index, based 
ON 1941 as 100, was 478 in September 1946, 394 in January 1947, 
364 in July 1947, and 340 in September 1947. 

Satisfactory as this rapid fall in prices is, it has to be remem- 
bered that the gratuitous supply of U.S. dollars is not likely 
to continue indefinitely, and meanwhile little of a very positive 
nature has been done to develop new industries. The H. E. 
Beyster Corporation of Detroit, commissioned by President 
Roxas to draw up a plan for development in the Philippines, 
issued a revised report on 21 October 1947. It provided for the 
spending of $1,500 million over a period of fifteen years, but more 
than half of this was to be spent on the rehabilitation of the pre- 
war export industries. The Budgets of 1947-8 and 1948-9* made 
little or no provision for capital expenditure, and the Government 
is evidently relying largely on loans for State development’. 
here has been mention of a loan of $88 million for hydro-electric 
development on a plan drawn up by Westinghouse International: 

Pesos 2=@U.S. $1. 


As presented, the Budget for 1948-9 provided 33:48 per cent of expenditure 

r public education, 26 per cent for military expenditure, 12 per cent for 
rnal peace and order, and 4 per cent for public works. 

(he peso has hitherto had a rigid 100 per cent dollar backing. At the end of 

y 1948 a Bill was introduced to transfer control of the peso to a Philip- 

e central bank and, while keeping the ratio of 1 dollar to 2 pesos, to cut the 

king by about $100 million which would then be used for development 


ses 
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this was to include $20-30 million for a hydro-electric plant in 
the large southern island of Mindanao and for an ammonium 
sulphate fertilizer plant attached to it which would supply all the 
Islands’ needs and leave something over for export. There are 
also a number of smaller-scale Government projects, but most of 
these rely on the use of Japanese reparations, which seem unlikely 
to be forthcoming. 

Clearly the Philippine Government has been relying on Ameri- 
can private investment, attracted by the provisions of the Trade 
Act, for the development of new industries, and in introducing the 
Beyster plan President Roxas spoke of it as being ‘based on free 
enterprise’. There have been some signs of interest in Philippine 
oil prospects by American companies, but in general American 
capital has so far, with plenty of opportunities of investment else- 
where, been very cautious about new investment in the Philippines, 
The reason is not far to seek. The Filipino people as a whole seem 
to be in general hostile to foreign capital, and it is by no means 
certain that the Government and Legislature, if they do see a need 
for foreign capital, also realize clearly the conditions needed to 
attract it. The spirit of economic nationalism on the part of people 
and Parliament has been most clearly directed at the Chinese, 
but there have been a number of signs that it is not confined to 
them. The Courts are believed sometimes to base their judgments 
as much on public sentiment or the wishes of the Government as 
on more formal foundations, and there have been numerous 
examples of the aggressively nationalist attitude of the Philippine 
Congress'. There are, in fact, signs that the Filipinos may have 
accepted two beliefs very prevalent elsewhere in Asia: the belief 
that foreign capital will be forthcoming however ill it is treated, and 
the belief that independence is valueless without economic 
autarky. 

A. S. B. O. 


1A good example is the resolution, which appeared to have Government 
support, unanimously passed in the House of Representatives on 6 May 1948. 
This called on two U.S.-owned utilities, the Manila Electric Corporation and 
the Philippine Long-Distance Telephone Corporation, to show reason why their 
franchises should not be revoked for failing to furnish an adequate service. The 
resolution appeared to be largely political in purpose. The Manila Electric 
Corporation, which suffered severe damage to its property in the war, had 
increased its generating capacity from 45,500 KW in 1941 to 83,000 KW in 
1948. 
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